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P R E F A C E 
The Oil Industry in India is regarded as an impor-
tant industry providing infrastructural facilities for 
the development of transport, communication and a number 
of service sector industries and these industries which 
depend on petroleum & oil etc. as tMrs- source of energy 
and power,of late, its significance in the development 
of agriculture has also become quite significant. It is 
in view of its increasing importance to Indian economy 
that the present work has been undertaken to show the 
performance and achievements of the oil industry in the 
country with a focus on the organisation and working of 
the OIL - a premier public sector unit in the Oil 
sec tor. 
FRAME WORK; 
The whole dissertation has been divided into four 
chapters. The first chapter deals with the historical 
importance of Oil Industry in India. It focuses on the 
evolution of exploration and drilling Oil in the country. 
(iii) 
(iv ) 
In the second chapter attention has been focussed 
on the organisation and working of oil India Limited as 
an important unit of the oil sector. Chapter third makes 
a comparison of Oil India Limited with some other units 
in the Oil sector particularly with the O.N.G.C. and 
Indian Oil Corporation of India. This chapter brings out 
the main features/ achievements and performance of Oil 
India Limited with other oil producing units. 
The fourth and the last chapter of the study 
provides a resume of the findings and conclusions of the 
study. 
RESEARCH METHOD & METHODOLOGY; 
In the present study I have mainly relied on the 
secondary sources such as journals* reports, periodicals/ 
statements/ Government publications/ etc. for my research. 
Annual reports. Manuals / surveys/ Annual Journals/ pub-
lished by OIL and newspapers have also been consulted to 
formulate my ideas and conclusions. 
In the end it may be observed that the present 
study is a modest effort by the researcher which may be 
(v) 
of some help to g)olicy makers/ administrators, industria-
lists etc in the formulation of future policy on the 
working of oil producing units in the country, since I 
have relied mainly on the official data, the study may 
have certain limitationsiG:so far as their authenticity 
and accuracy is concerned. 
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C H A P T E R - I 
I N T R O D U C T I O N 
With the advent of internal combustion/ oil has come 
into prominence as a prime source of energy. Oil to-day-
is one of the most sought after single agent of fuel in 
almost all the countries of the world. From the mopeds to 
the aeroplanes and to the satellites/ it is an essential and 
indispensible motive power. It is in view of this importance 
of oil in our socio-economic life that this introductory 
chapter of the study has been devoted to assess and evaluate 
the historical development of oil industry. It also focuses 
on the problems of oil industry and the prospects of its 
growth. 
The oil has come to be regarded as the life line for 
a country's industrial and agricultural progress. It has 
been known for several thousands years. Long before chris-
tian era/ seepages of oil and gas around the Black and 
Caspian seas were known and used for heating/ cooking/ 
lubrication/ cementing bricks/ making roads and caulking 
seams in boats. The Chinese drilled for oil several cen-
turies before the Christian Era using percussion bits* 
bamboo piping and manpower. They had encountered oil and 
gas drilling for salt and finally made the recovery of 
petroleum and gas from brine wells. However/ two thousand 
years were to elapse before any systematic drilling for oil 
was made to mark the beginning of the present oil era. It 
has thus/ become one of the most irnportant sources of 
energy in the world to-day, since its discovery in 1859 in 
Pennsylvania U.S.A. Modern human civilization is based on 
that non-replenishable source of energy known as oil, its 
role has increased tremendously in the wake of industriali-
sation all over the world. It has become an essential in-
put in our daily life whether it be for the movement of 
motor vehicles/ or for the irrigation of fields through 
pumping sets, or for domestic sets* or for domestic purposes 
like cooking and lighting etc. 
Colonial E.A. Drake's well at Titusulle/ pa, which 
began to flow oil on August 27/ 1859/ after being drilled 
to a depth of 59 ft./ initiated the Pennsylvania oil boom. 
In 1861/ the first refinery designed for the new product 
went into operation. The first successful pipeline was 
3 
constructed in 1865 and a decade later the first steel 
tanker for carrying oil was built, in 1859 the production 
was 2/000 barrels while in 1860 it was 500,000 barrels. 
Within a few years the search for crude oil had been exten-
ded throughout the country. New wells were drilled so 
rapidly and the supply of oil so greatly exceeded the demand 
that within three years the price for a barrel of oil dropped 
from 20 to 10 cents. 
The extend of oil consumption has been regarded as a 
measure of quality of life of the people of any country. 
Since the last 50 years/ oil has become the most significant 
tool for economic development. The present economically 
recoverable resources of 96 billion tonnes in the world/ may 
last for 32 years at the present rate of consumption of 2.8 
billion tonnes per years as the additions to resources are 
lower than the rate of consumption. Growth in demand for 
oil is expected to differ across regions. The U.S. will 
consume 7 million less barrels per day less oil in A.D. 
than in 1980. in west Europe the consumption may grow at 
an average annual rate of less than 5%. The developing 
countries will/ however/ experience the greatest economic 
1. Couch/ T.w./ Collier's Encyclopaedia/ Volume 15/ 
P.P. Collier & sons Corporation, New York/ 1955/ 
pp. 607-8. 
4 
growth and will have the greatest increase in oil consump-
tion average of 3% annually. 
India was fully dependent on import of oil in the 
past. The shortage of oil and gas was not due to the lack 
of natural resources but the shortage was due to the 
factors like, lack of skilled manpower/ delayed setting up 
of the productive efforts in the field of oil and gas pro-
duction/ lack of finance, technological backwardness etc. 
During the same time the rapid development of agriculture* 
the increasing population* mechanisation/ industrialisation 
of economy and shortage of other resources of energy resul-
ted in the increase consumption of oil. 
The Indian Oil Industry has grown in leaps and bounds 
and covers the entire gamut of operations from oil explora-
tion to marketing of refined products. This difficult task 
is effected through fourteen public sector enterprises 
organised under the Ministry of Petroleum & Chemicals. The 
sector operating in the core sector of the economy has been 
making valuable contribution to the national exchequer. In 
1988-89 the profit before tax of the oil enterprises stood 
1. Michel/ M.P., OIL/ A strategic Appraisal, p. 
5 
at Rs. 23,170 million. The installed refining capacity in 
the country spread over 12 refineries is about 49 MMTA. 
While all the present refineries are in the Government sector 
the three additional refineries proposed with a total capacity 
of 12 MMT would be in the Joint sector. Anyhow even after 
the addition of the new gross root refineries the country 
would have to continue to import oil products valued at over 
Rs.40,000 million annually in the face of increasing demand. 
With the start of the First Five Year Plan, there was 
an upsurge in demand for energy, which significantly enhanced 
the role of the energy sector in the economy. Durir^ the 
early years of the First Five Year Plan, consumption of re-
fined oil products rose rapidly. Since the only local refinery 
at that time was the small refinery owned by Assam, which 
accounted for 10 to 15 per cent of the local market, the 
bulk of local demand had to be satisfied through imports. This 
task was carried out by the three multinational oil companies 
(MNOCS)/ which accounted for sales of over 80 per cent of the 
2 
total petroleum products in India. 
1. see Michel, M.P., Op.cit., 
2. Fariborz Ghadar, The Petroleum industry in Oil importing 
Developing Countries, D.C., Health & Co., Lesington, 
Toronto, 1983, p.135. 
The ref inery and crude through put and production of 
petroleum products i s given in Table No.l below. The Table 
gives an account of the petroleum production from 1960-61 
to 1986-87 in the public and the p r iva te sec to r . 
Table No.2 provides an ins ight in to the import of crude 
o i l and petroleum products during 1960-61 and 1984-85 while 
Table No.3 shows the commodity balance of petroleum and petro-
leum products during 1970-71 to 1986-87. 
The industry has been the exclusive domain of the 
government since the na t iona l i sa t ion of Oil India Limited 
in 1981. The production of o i l and natural gas increased 
considerably in the l a s t decade and present ly meets over 60ji 
of our t o t a l o i l requirements. 
After independence India has witnessed rapid economic 
development. The economic development process e n t a i l s 
progressively higher leve ls of energy consumption. However, 
the per capi ta consumption of energy in India i s one of the 
lowest as compared to the developed world. 
The discovery of o i l in India could not mate r ia l i se 
t i l l 1890 when o i l was f i r s t found in Assam Basin, in 1982/ 
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the Assam Railways and Trading Company acquired petroleum 
rights over 30 sq. miles at Makum, but unhappily failed 
to establish production in substantial quantities. In 
1888/ arrangements were made to start borings at Dlgbol^ 
near Borbhil station and in October 1889^ oil was struck 
at a depth of 178 feet at Digboi. The well was completed 
in 1890 to a depth 662 feet. Nine years later, Assam Oil 
Company took over the tasks of exploration and drilling 
from the railway company resulting in the establishment of 
a refinery in 1901, By 1921/ the Assam Oil Company had 
completed nearly 100 wells. The Burmah oil/ a U.K. based 
firni/ who had made a success of oil operationfiin Burmah/ 
acquired all the shares from the Assam Railway and Trading 
Company. No further significant progress was made in the 
exploration of oil in the country. By 1931/ the crude oil 
from the wells drilled was about 250,000 tonnes a year and 
the exploration activities extended to almost all the 
Assam - Arakam region. For attaining this target, the 
Burmah Oil Company used all available modern techniques 
including gravity survey and electro-logging in the early 
thirtees. The start of oil exploration after independence 
can be traced to the year 1953 when the Noharkatiya well 
was discovered. The commercial utilisation of petroleum 
14 
products as an energy sources increased. In 1951/ the 
Union Government entered into agreement with the standard 
Vacuum Oil Company (formed by the merger of standard Oil 
and Vacuum Oil Company)/ Burmah Shell and Caltex (India) 
for setting up refineries at Bombay and Visakhapatnam. 
At present among the commercial energy sources the 
consumption of oil in India is increasing enormously. In 
fact/ the production of crude petroleum was only 10,5 
million tonnes in 1980-81. Increase in production from 
10.5 million tonnes to 29 million tonnes in a short period 
of four years is a creditable achievement by all means. 
Petroleum is used for 33% of the total commercial primary 
2 
energy requirements of India. The major part of oil is 
consumed by the transport sector. In the transport sector 
3 
oil consumption is 50% of the total oil consumption. The 
consumption in domestic sector is about 35% for lighting 
4 
and cooking purposes etc. in agricultural and industrial 
5 
sector it is nearly between 5% and lOA respectively. 
1. Mishra & Puri/ Indian Economy, Himalaya Publishing 
House/ New Delhi-19/ p.682. 
2. The Competition Master, Chandigarh/ Nov.1984/ p.270. 
3. The Geographer/ The Department of Geography/ Aligarh 
Muslim University/ January 1965/ p.42. 
4. Ibid./ p.42. 
5. Ibid./ p.42. 
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In the 50's/ wells upto the depth of 10,000 ft. 
could be even stepped up to 2*5 million tonnes per year, 
which was then 9C% of requirements of the whole country. 
However, these oil wells were kept shut pending construc-
tion of pipelines. It was only after Oil India was formed 
in 1961 as a joint venture between Burmah Oil Company, and 
the Government of India that the pipeline network to feed 
the new refineries in Gowahati and Barauni, could be cons-
tructed. Even then exploration activities carried out by 
standard Vacuum Oil Company in the west Bengal basin in 
1949-50, first alone and later with the Government of India, 
1 
as Indo stanvac Petroleum Project did not yield results. 
While oil reserves are yet to be located in the 
Gangetic basin, the efforts of Oil and Natural Gas Commi-
ssion and Upper Assam and efforts of Oil India also in 
Assam, were successful/ and the drilling of gas and oil 
wells in both areas enabled a steady rise in the output 
of crude and gas in the 60's and early 70's. The yield 
of oil could not be stepped up significantly in 70's 
because of limited activity, lack of required expertise 
the prevalence of glut in world markets, and low prices 
1. shriram, B.S., Kothari's Year Book on Business & 
Industry, Qp.cit. ^ . Aj^sT 
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for crude and petroleum products. The operations were, 
thus/ not quite profitable, especially as the major oil 
producing countries were worried that India should not 
become a major oil producer. 
However/ a break-through was achieved in the mid 
70's when spectacular discoveries of Bombay High and gas 
reserves were made, and it was possible to raise output 
of crude and gas substantially, with the construction of 
pipelines to onshore terminals and the creation of facili-
ties for subsequent processing. These impressive deve-
lopments in the fifth and sixth plans enabled the country 
to achieve even 7C% self sufficiency in regard to the 
availability of crude and petroleum products from indige-
1 
nous sources. 
The most exciting phase of development in oil 
exploration, relates to the discovery of large reserves 
of oil and gas in the Bombay High and North Bassein area 
south Bassein structures. Following the discovery of 
these reserves, the assistance of reputed technical 
consultants, Geoman of USA and CPP of France, was sought 
1. shriram, B.S., Op.cit., p. A\66 
for formulating a conceptual plan for r a i s ing the output 
of o i l by 2 mil l ion tonnes every year, to 10 mil l ion tonnes 
by the end of the 7 0 ' s . 
In 1976-77, the offshore output was 3 lakh tonnes. 
In 1979-80, an output of 4.42 mil l ion tonnes could be 
achieved from t h i s area which const i tu ted 38% of the t o t a l 
of 11.77 mil l ion tonnes. By 1984-85, the output went up 
f ive-fold to 20.13 mil l ion tonnes, working out to 69% of 
t o t a l output of 28.99 mil l ion tonnes. In 1986-87, the off-
shore output was 20.6 mil l ion tonnes against a t o t a l output 
of 30.5 mil l ion tonnes. 
With the advent of Bombay High, more than a four-fold 
increase in crdue output from the onshore and offshore areas 
was thus recorded during 1971-85. In the 7 0 ' s , the explcdta-
t ion of o i l reserves was confined mainly to the onshore 
areas in Gujarat and Assam, with the Oil & Natural Gas 
Commission and Oil India functioning in spec i f i ca l ly e a r -
marked areas in Upper Assam and ONGC alone being engaged 
in the exploration and exploi ta t ion a c t i v i t i e s in Gujarat . 
The crude production was 6.82 mil l ion tonnes in 1970-71, 
1. shriram, B.S . , Op . c i t . , p . A 166. 
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with the store of Assam being 3.36 million tonnes and that 
of Gujarat 3.45 million tonnes. It rose to 8.44 million 
tonnes in 1975-76, with an increase in the share of both 
Gujarat and Assam, to 4.14 million tonnes and 4.30 million 
tonnes respectively. In 1977-78, Bombay High achieved an 
output of 1.5 million tonnes, making a total crude produc-
tion of 10,5 million tonnes* with the onshore areas share 
of 8.5 million tonnes. By 1979-80, the Bombay High output 
spurted to 4.42 million tonnes, while onshore production 
was 7.35 million tonnes, the total being 11.77 million 
tonnes. In 1980-81, there was a decline in production in 
Assam due to regional disturbances &nd there was a loss of 
nearly 3 million tonnes that year. There was a drop in 
total production to 10.5 million tonnes even with offshore 
share rising to 4.98 million tonnes. The onshore production 
declined to 5.52 million tonnes, from 8.44 million tonnes 
in 1979-80. 
The sixth plan, however, witnessed a spectacular rise 
in output with total output reaching a 28.99 million tonnes 
in 1984-85. This was mainly due to the offshore production 
spurting to 20.13 million tonnes from 4.98 million tonnes 
19 
in 1980-81. The onshore production rose only modestly to 
8.85 million tonnes from 7.35 million tonnes in 1979-80. 
In 1985-86/ there was a flattering of total output at 
30.20 million tonnes with Bombay High's share at 20,10 
million tonnes of offshore and onshore production at 9.40 
million tonnes. In 1986-87, there was no change with total 
output being 30.50 million tonnes of which off-shore 
production was 20.60 million tonnes and on-shore production 
9.9 million tonnes. 
The most impressive growth in refinery capacity was 
achieved in the Sixth Plan, with the ccropletion of ambitious 
schemes of the existing refineries. The capacity at the end 
of 1984-85 was 45.55 million tonnes against 24 million tonnes 
in 1979-80. The details are given in Table No.4. 
The table given clearly shows the production of 
refined oil in the various refineries of the country. 
After having discussed the production of oil in India/ 
we now turn to examine the pattern of consumption, import 
and export of oil in India. 
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T A B L E - 4 
PROOUCTION OF OIL BY DIFFERENT OIL UNITS 
(Million tonnes per annum) 
NAME PLACE MILLION TONNES 
1. Indian Oil Corporation 
2. Indian Oil Corporation 
3. Indian Oil Corporation 
4. Indian Oil Corporation 
5. Indian Oil Corporation 
6. Indian Oil Corporation 
7. Madras Refineries Ltd. 
8. Cochin Refineries Ltd. 
9. Bharat Petroleum 
Corporation Limited 
10. Hindustan Petroleum 
Corporation Limited 
11. do -
12. Bongaigaon Refinery 
& Petrochemicals Ltd. 
TOTAL 
Guwahati 0.85 
Barauni 3.30 
Koyali 7.30 
Haldia 2.50 
Mathura 6.00 
Digboi 0.50 
Madras 5.60 
Cochin 4.50 
Bombay 
Bombay 
vizag 
Bongaigaon 
6.00 
3.50 
4 .50 
1 . 0 0 
45.55 
SOURCE: K o t h a r i ' s Year Book, 1988 , p . A 1 6 9 . 
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Consumption of Petroleum Products/ 
The consumption of petroleum products up to the 
middle of the century was not la rge / even with ample a v a i l -
a b i l i t y and low p r i c e s . This was because the use of passen-
ger ca r s / commercial vehic les / and two-wheelers became 
popular only in l a t e r years and there was dependence on 
conventional t r anspor t . Even passenger movement and t r a n s -
port of goods by roads/ and railways alsO/ had a vast unused 
capaci ty , though, many areas have to be served with t h e i r 
f a c i l i t i e s . The demand for petroleum products a t the 
beginning of the plan e ra , in 1950-51, was thus only 3.31 
mil l ion tonnes. By 1955-56, i t grew impressively to 4.81 
mil l ion tonnes. There was a jump to 7.78 mil l ion tonnes 
by 1960-61, fur ther to 12.27 mil l ion tonnes by 1965-66 and 
to 18,73 mil l ion tonnes by 1970-71. There was thus a nearly 
f ive-fold r i s e in two decades. The average r i s e being 20%. 
The uptrend has remained in evidence in t he subsequent one 
and a half decades with the t o t a l r i s ing to 38.63 mil l ion 
tonnes in 1984-85. The aggregate demand has continued to 
r i s e despi te an unprecedented r i s e in pr ices for petrolexim 
products a f t e r 1973-74. 
1 . shrirara, B .S . , O p . c i t . , p . A 169. 
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With la rger vehicles on the road/ a growing volume 
of t r a f f i c , and irxirease in the number of c a r s , two-
wheelers and t r a c t o r s / the consumption of petroleum pro-
ducts has been r i s ing s t e a d i l y . The average growth was 
7.7% during 1971-85. The aggregate demand increased from 
17.91 mil l ion tonnes in 1970-71 to 22.45 mil l ion tonnes in 
1975-76/ 30.90 mil l ion tonnes in 1980-81 and 38.80 mil l ion 
tonnes in 1984-85. The uptrend i s expected to be susta ined, 
as the demand i s estimated a t 52.67 mil l ion tonnes in 
1989-90 and 87.70 mil l ion tonnes in 2000 A.D. 
Even allowing for the use of gas in l a rger q u a n t i t i e s , 
r esu l t ing in a displacement of consumption of kerosene or 
even discouragement of the growth of other petroleum pro-
duc ts , the r i s e in demand may be more pronounced as there 
wi l l be a fas te r r i s e in consumption of petroleum products , 
with an increase in the standard of l i v ing , mechanisation 
of ag r i cu l tu ra l operat ions/ and increasing use of road 
t ransport for various purposes. 
The consumption of petroleum products during 1971-85 
which witnessed a period of r i s ing pr ices from 1973-74 
onwards/ c l e a r l y emphasised the fact that the attempts t o 
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discourage consumption/ with periodic adjustments in 
administered p r i ces / wil l not yield the desired r e s u l t s 
in the developing phase of any economy. As road t r a n s -
port f a c i l i t i e s were growing in a big way and there was 
an increase in the passenger a'nd f re ights t r a f f i c , the 
demand for petroleum products was a lso r i s ing s t e ad i l y . 
The average growth for 1971-85 as a whole was 8.3% in sp i t e 
of various c o n s t r a i n t s . Having regard to the lower base 
in 1970-71 and the scope for moderating the demand in 
several ways/ the growth in consumption in future can be 
assumed to be on a r i s ing spree . 
The growth in consumption of petroleum products in 
the 7th Plan i s estimated a t 6.4% and the aggregate demand 
was placed a t 52.67 mil l ion tonnes in 1989-90, against 
38.63 mil l ion tonnes in 1984,85. I t i s assumed that there 
wi l l be a lower r a t e of growth in the 90'S/ with the adop-
t ion of measures for effecting economies in fuel consump-
t ion/ el imination of the use of diesel o i l for running 
pump-sets/ and diesel fuel o i l and furnace o i l for genera-
t ion of power even by the s t a t e E l ec t r i c i t y Boards during 
periods of coal shortage, and by captively-owned large 
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sized generating units. Because of the shortage of power 
and various other reasons/ and the lack of uniformity ia 
rural electrification in many regions/ particularly in the 
North/ the consumption of petroleum products is needlessly 
involving outgo in foreign exchange. While no precise 
details are available about the use of petroleum for these 
purposes/ the quantity used may be easily 4 million tonnes 
or about 10% of the total in 1986-87. This proportion will 
come down only if adequate arrangements are made for supplies 
of coal to the fertilizer and cement units/ and power genera-
tion is stepped up imaginatively/ particularly in areas 
where there is persisting shortage and scope for vast growth 
in demand as in Orissa, West Bengal/ Karnataka and Gujarat. 
The slowing down in the growth rate/ assumed in the 
90's by the Planning Commission/ will thus materialise 
only if there is an integrated approach to outstanding 
issues. The projected demand of petroleum products in 1995 
was/ thus/ 69.90 million tonnes on the basis of a growth 
rate of 5.5% and 87.70 million tonnes with a growth rate of 
4.9%/ in 1995-2000 A.D. The content of consumption will 
also be in favour of a large proportion of middle distillates. 
1. B.s. shriram/ Op.cit/ p. A 170. 
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Imports/ 
Before the large-s ized far-known re f ine r i e s commenced 
t h e i r operations in the l a t e 50 ' s / the requirements of p e t r o -
leum products were fu l ly imported/ as only the Digboi ref inery 
was producing r e l a t i v e l y small quan t i t i e s of refined products . 
But there was no d i f f i cu l ty in securing the country ' s r equ i r e -
ments of kerosene/ d iese l o i l or other items/ because of 
t h e i r easy a v a i l a b i l i t y in world markets and low p r i c e s . 
These remained almost s ta t ionary in the 50 's and 60'S/ as the 
var ia t ions took place within a few cents per b a r r e l / and i t 
was hardly being discussed/ the o i l imports b i l l ranged 
between Rs.200-300 crores year ly . 
Even in 1973-74/ the imports of 13.44 mil l ion tonnes 
of crude cost only Rs.244.56 crores and 3.33 mil l ion tonnes 
of petroleum products/ Rs.88.03 crores or a t o t a l of 
Rs. 332.59 c r o r e s . This was the l a s t year of normal imports 
before the Organisation of Petroleum Exporting Countries 
(OPEC) s ta r ted increasing the p r i c e s . The un i t value of 
imported crude and petroleum products thereaf te r s t a r t ed 
r i s ing year by year . Crude imports in 1974-75 were 13.94 
mil l ion tonnes having a value of Rs.899.36 crores or a t o t a l 
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of Rs. 1109.15 c r o r e s . In jus t one year, there was a 
t rebl ing of the cost of the irnport b i l l with only a small 
increase in the t o t a l quantum of imports. The value of 
imports have kept r i s ing in the subsequent years even 
though there has been a s l igh t tapering off in quan t i t i e s 
in the ear ly e i g h t i e s . 
Exports / 
Along with increasing imports/ there were also exports 
of crude and refined products, though prior to 1979-80, there 
were only small shipments of refined products which were in 
excess of domestic requirements. In 1973-74/ the quantity 
exported was only 1.55 lakh tonnes and the value was also 
meagre at Rs.5,35 crores with the then prevailing prices. Net 
imports were thus 17.02 million tonnes costing Rs.327.24 
crores. The exports of refined products was a continued 
feature though it was only a small proportion of total Imports 
until 1979-80. 
From the year upto 1986-87/ it became necessary to 
export Bombay High crude in increasing quantities/ in pur-
suance of swapping operations/ as the required refining 
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f a c i l i t i e s for processing t h i s soft crude were not a v a i l -
able in the country. Unti l the expansion schemes of the 
Madras, Visakhapatnam and Cochin Refineries had been 
completed/ and Haldia a lso could process l imited quan t i -
t i e s , there was f a i r l y large exports for Bombay High crude. 
In 1981-82/ exports amounted to 8.38 lakh tonnes 
fetching foreign exchange earnings of Rs.196.23 c r o r e s . 
There were a lso exports of surplus refined products of 
55/000 tonnes fetching Rs. 15.13 c r o r e s . Total exports were 
thus 8.93 lakh tonnes with a value of Rs.211.36 c r o r e s . The 
trend kept up and by 1984-85/ crude exports were higher a t 
5.47 mil l ion tonnes and refined products a t 9.3 lakh tonnes/ 
for Rs.1563.16 crores and Rs. 255.03 crores respect ively/ or 
a t o t a l of Rs.1818.19 crores with net imports a t Rs. 3527.06 
c r o r e s . 
The increase in exports of crude in these years was 
due to the r i s ing output of the Bombay High wells and 
inadequate refining f a c i l i t i e s . However/ there has been 
a marked decline in crude exports in the subsequent yea r s . 
The exports were only 5 lakh tonnes in 1986-87. I t was 
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expected that there will not be any further need for 
exporting crude/ as the output of the Bombay High was 
static at around 20 million tonnes and the refineries had 
adequate facilities for processing even larger quantities 
of this type of crude. There will of course be exports 
of refined products in excess of domestic requirements. 
It is now clear that the oil policy will have to be 
conceived in a way that the country's resources can be put 
to optimum use and the growth of demand for petroleum pro-
ducts is contained as far as possible with achievement of 
fuel economies in consumption stepping up of power genera-
tion/ harnessing of hydel resources and a new thrust for 
utilising non-conventional energy like bio-gas ^  bio-raasS/ 
solar power and other sources. 
A balance will therefore have to be struck between 
the use of petroleum products and gas for various purposes 
even while displacing the consumption where power or coal 
can be utilised more advantageously. With the likelihood 
of the demand for petroleum products rising to high levels 
by 2000 A.D. / even with a phenomenal growth in power 
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consumption and the use of coal and non-conventional energy 
for various operations, the exploration for oil and gas will 
have to be intensified so that the country could know by the 
end of this century whether it can turn out to be a major 
producer of oil and gas or it will have to initiate measures 
for reducing dependence on imports by stepping up use of 
other forms of energy. 
In spite of the fact that the Oil Industry is emer-
ging in India as an important industry providing infrastruc-
tural facilities to the development of a number of industries 
yet there are a number of difficulties and problems which are 
being faced by this important sector of our economy. The 
numerous problems of this industry include the problems 
relating to finance, cost, pricing of oil products, marketing 
and distribution of oil products, the problems relating to 
the development of technical know-how, the problems of invi-
ting foreign companies to explore oil, the problems of 
labour relations and personnel etc. etc. 
so far as the financial problems are concerned it 
may be observed that the exploration and final production 
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of oil necessitates huge financial investments and the big 
question is how to get financial accommodation in these 
days of financial crunch. No doubt the government helps a 
lot in this connection but still there are areas in the 
development of oil industry where a positive governmental 
help is needed. The problem of finance becomes all the 
more acute because the private entrepreneurs are not coming 
forward to invest their money in the oil sector. But with 
the declaration by the Government recently that the private 
sector enterprises will be encouraged to jjarticipate in the 
generation of power and the allied sector gives a hopeful 
account of this industry to fetch some financial investment 
from the private sector entrepreneurs also. The possibility 
of inviting foreign companies to explore oil in the country 
should also be considered on a high priority. 
With the present high cost economy of the country it 
is obvious that the cost of oil is also an important matter 
to be considered. In view of the lack of infrastructural 
facilities, the high cost of machinery involved in the 
production of oil and other costly goods, it becomes 
imperative that the oil industry will be a high cost industry 
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of the country and hence this problem will remain with 
the industry. Consequently, the problem of pricing of 
oil products becomes very risky. It is common knowledge 
that the prices of oil are increasing day by day and in 
every year's budget of the Government there is a drastic 
increase in the prices of oil. These increases in the 
prices of oil are made by the government under the veil 
of administered prices unmindful of the forces of demand 
and supply. This has to be solved in proper way. 
It may now be concluded that the Oil Industry in 
India is facing a number of vicissitudes and constraints 
in its growth in the country. These difficulties can be 
removed if the government and the various units operating 
in the sector are vigilent and conscious of these factors 
and if they take positive steps to ameliorate the oil 
sector of the country from its numerous shortcomings and 
weaknesses. One of the important oil producing unit of 
this sector is the Oil India Limited. Our endeavour in 
the next chapter will be to highlight the working and 
organisation of this concern to show its achievements 
and performance. 
C H A P T E R - I I 
ORGANISATION AND WORKING OF OIL INDIA LIMITED 
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C H A P T E R - ^ 
ORGANISATION AND WORKING OF OIL INDIA LIMITED 
In t h e preceding c h a p t e r an examination of the growth 
and development of o i l i n d u s t r y i n the coun t ry has been made. 
Our purpose was t o dep i c t the numerous problems which a r e 
being faced ,by t h i s i n d u s t r y as an i n f r a s t r u c t u r a l s e c t o r 
of our economy. In t h e p r e s e n t c h a p t e r our o b j e c t i v e w i l l 
be t o h i g h l i g h t t he o r g a n i s a t i o n a l s t r u c t u r e and working 
of the Oil Ind ia Limited/ a leading concern i n the pub l i c 
s e c t o r . 
Organisa t ion i s a mechanism or a b a s i c framework 
enabl ing persons t o work t o g e t h e r e f f e c t i v e l y and ach ieve 
the s e t goa l s through i n t e g r a t e d group e f f o r t s . I t i s a 
medium fo r the management t o e x c e r c i s e manager ia l f u n c t i o n s . 
Organ isa t ion r e f e r s t o t h e r e l a t i o n s h i p of v a r i o u s f a c t o r s 
p r e s e n t i n a g iven endeavour. Gene ra l ly , economic a c t i v i -
t i e s invo lve t h e use of such f a c t o r s of p roduc t ion as land/ 
l abou r , c a p i t a l and e n t r e p r e n e u r s h i p . A b u s i n e s s concern . 
1 
1. Sherlekar/ S.A., Modern Business Organisation and 
Management, Himalaya Publishing House, 1988, p.24. 
33 
like any other association can achieve its objectives 
successfully only when the persons operating it take 
systematic steps in this direction. In other words/ 
business activity has to be conscious and well co-ordi-
nated if output is to be maximised at the minimum expense 
of resources, such co-ordination of the individual efforts 
and their use for the attainment of desired ends is possi-
ble only through organisation. 
Organisation has been defined in many ways/ according 
to Eyre, "The framework of responsibilities, authority and 
duties through which all the resources of an enterprise are 
brought together and coordinated for the achievement of 
2 
managannent objectives." Lundy puts it, "In a dynamic 
sense, organisation is a process of welding together a 
framework of positions which can be used as managonent tool 
for the most effective persuit of the goals of an enter-
3 
prise." Allen defines organisation, "as the process of 
identifying and grouping the work to be performed, defining 
and delegating responsibility and authority, and establish-
1. Mehta & Murthy, Business Organisation & Management, 
Premier Book Co., 1972, p.3. 
2. Eyre, E.G., Mastering Basic Management, The MacMillan^ 
1982, p.61. 
3. Mehta & Murthy, Op.cit., p.3 
6^ 
ing relationships for the purpose of enabling people to 
work most effectively together in accomplishing objectives." 
In view of the above definitions of organisation/we 
would like to discuss the implications of such definitions 
and its practical application in the case study of the Oil 
India Limited. 
Upto 1968, there were four Government Directors on 
the Board of Oil \itcluding the Chairman/ and the Finance 
Director. After 1969, both the Managing Directors and 
the Financial Director were Oil India Limited employees. 
The Managing Director was a Burmah Oil Company nominee. 
After nationalisation the post of Chairman has been combined 
with that of the Managing Director. At present there are 
4 Government Directors (3 from Ministry of Petroleum and 
Ifetural Gas and one from Ministry of Finance), one represen-
tative from ONGC and five Directors from within Oil India 
Limited including the Managing Director and the Chairman. 
Each Oil India Limited Director has a functional responsi-
bility. Director (operations) - is incharge of field 
operations and in Assam/Arunachal Pradesh Director 
1. Allen, A., Louis, A., Management and Organisation, 
McGraw Hill International Book Co., Tokyo, Japan, 
1958, p.57. 
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(Finance) looks after financial issues. Director(Personnel) 
is responsible for personnel matters, general administra-
tion, industrial relations and Training & Development and 
Director (Exploration and Development) is responsible for 
all matters related to hydrocarbons exploration and exploi-
tation. The Chairman and the Managing Director has the 
overall mandate. The basic organisation structure of the 
Oil India Limited is presented in the organogram in Fig.3. 
The organisational chart of OIL clearly depicts the 
areas which are under the control and management of diffe-
rent directors and General Managers. One of the important 
area which has been neglected in the chart appears to be 
the sales & Marketing aspect of the OIL products, it is 
strange that a very dynamic organisation like the OIL has 
neglected this area, which focuses on important field of 
organisation. The other areas which have been given impor-
tance in this organisation chart are - personnel, technical 
services, operations, system management and R & D etc etc. 
After having discussed the organisation chart of the 
OIL/ we have now to discuss the working of OIL. It was 
through a partnership agreement with the BOC (Burmah Oil 
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Company that the OIL was forraed as a company. This 
company was registered on February 18, 1959, under the 
name and style of "Oil India Limited." Shortly thereafter/ 
further regotiations were held in regard to the acquisition 
of additional petroleum exploration licence areas in Assam 
and what is now Arunachal Pradesh and the equalisation of 
shares between the Goverranent of India and Burmah Oil Com-
pany. This led to the signing of the second supplemented 
agreement on July 27, 1961 whereby the Burmah Oil Company 
and the Government of India became equal partners in Oil 
2 
India Limited. With the acquisition by Government of the 
50% shareholding of the Burmah Oil Company in Oil India 
Limited, the company became a full fledged public sector 
enterprise on and from October 14/ 1961. 
with 
Starting initially/a nucleus of experienced personnel 
drawn from the Assam Oil Company/ Oil India formally set up 
its own organisation on January 1, 1962 and took over all 
aspects of operations/ shifting its headquarters from Digboi 
to Duliajan/ then known as zaloni in the Jfehorkatiya area. 
The vital need in the dynamic petroleum industry to remain 
ahead of events was secured by Oil India initiating an 
1. Report of Oil India Limited, Guwahati , 1987 & 1988. 
2. Operation Oil - A Brochure printed & published by the 
Oil India Limited, New Delhi. 
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exchange t ra in ing programme with The Burmah Oil company. 
This f a c i l i t a t e d the r e q u i s i t e t ra in ing of i t s s taff out -
s ide the country and in exchange - a l i t t l e known fact 
i t offered and undertook t ra in ing of foreign technical 
personnel in i t s own f i e l d . Above a l l , i t a s s i s t ed Oil 
India in constant ly s t r iv ing to introduce innovative methods 
to speed up i t s operations to achieve economy in a l l d i r e c -
t i o n s . 
The f i r s t d i rec t iona l d r i l l i n g not only in Oil I nd i a ' s 
concessions/ but in the country was undertaken as far as in 
1962. The f i r s t deviated well - well No.122 in the Ifehor-
kat iya region - was d r i l l ed to a depth of 10,236 feet away 
from the v e r t i c a l pos i t ion . The technical achievements of 
Oil India in d r i l l i n g thus have been of a high standard 
r ight from inception and are comparable with some of the 
best in the world. 
When Qil India was formed, the best est imate of 
proved and indicated reserves of crude o i l was not more 
than 32 mil l ion tonnes. Oil India can take c r e d i t for a 
t o t a l production of 69 mil l ion tonnes of crude o i l which i s 
1. Operational Oil , Op .c i t . 
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50% of the total indigenous. Onshore crdue produced in 
India from the dawn of the petroleum era. The company 
proposes to maintain production at a rate of above 3 million 
tonnes per annum from these concessions of 2040 kras for the 
next twenty years. Thus/ by the turn of the century. Oil 
India would have produced nearly 130 million tonnes of crude 
oil and its Gross ultimate Recovery (GUR) which is produc-
tion plus reserves will go up to nearly 175 million tonnes 
1 
and may even touch the 200 million tonnes mark. 
Today OIL explores and produces oil and natural gas 
in Assam and Arunachal Pradesh. It operates a pipeline 
through Assam, Bengal and Bihar to transport crude oil. OIL 
also produces LPG at Duliajan. In 1989 OIL has been gran-
ted an exploration licence in the Kutch saurashtra offshore 
basin and is likely to operate in the Ganga Valley. Outside 
the North East the OIL has exploration areas in Rajasthan, 
Orissa, offshore, in the Bay of Bengal's Mahanadi and North 
2 
East Coast Basins and in the Andamans. OIL has the highest 
exploration density in the world after the U.S.A. OIL'S 
success ratio in discovery through exploratory drilling is 
3 
over 70% among the highest worldwide. in the North East, 
1. Operational Oil, Opcit. 
2. See Report of OIL, Deptt. of Research & Development, 
Duliajan, Assam. 
3. See Report of OIL, Gowahati, Op.cit. 
there a re five seismic survey pa r t i e s being managed by 
OIL. The thrus t on exploration i s being in tens i f ied and 
surveys a re being car r ied out in the north bank of the 
River Brahamputra as we l l . Data processing i s being done 
a t O I L ' S sophist icated computer cent re in Duliajan which 
operates the advanced Megasais system and the s t a t e of the 
a r t Cyber 930 computer ONSC's seismic data of the eastern 
region i s a l so processed by OIL. 
O I L ' S major producing f ie lds in Assam have some very 
o i l r e f ine r i e s of which Nahorkatiya and Moran a re 36 and 
33 years old and Digboi i s 100 years old . Oil India Ltd. 
has pioneered several d r i l l i n g and production techniques 
such as d i rec t ional d r i l l i n g , dual production^ gas in jec t ion 
for rese rv io r pressure maintenance, ve r t i c a l seismic p r o f i -
l ing (VSP). In 1982 OIL put up an LPG plant of 55,000 
2 tonnes per annum capacity in Duliajan. 
OIL has upto March 1989 produced 81.5 mil l ion tonnes 
of crude o i l from Assam and Arunachal Pradesh which c o n s t i -
tu tes a mere 0,22% of Ind ia ' s t o t a l onshore sedimentary 
3 bas in . OIL has exploration l icences in Orissa, Rajasthan 
1. .§,ee. R(ip6Yt o|j- 0|L,6^owal^3ti, op.ol-. 
2 . see 30th Annual Report of OIL, 1989. 
3 . see OIL - A corporate P r o f i l e . 
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and offshore in the Bay of Bengal including the Andaman 
Island and will soon be operating in the offshore Kutch -
Saurashtra/ onshore Ganga Valley etc. This would mean, 
OIL'S total area of operation for exploration and produc-
tion is about 4% of the entire sedimentary area of the 
country. OIL has now plans for diversification in petro-
1 
chemicals and in other new areas overseas. Jorjan has 
been the major discovery in recent years. The production 
target of 1.22 MMT pa expected from this field was based 
on drilling 120 exploratory and development wells(including 
5 nos. free gas wells). OIL's entire production of about 
2.4 MMT pa of crude oil and 1.5 billion standard cum p.a. 
of gas originates from the Assam/Arunachal Pradesh basin. 
The balance recoverable reserves stood at 60.60 MMT of oil 
and 1.153 scum of gas as of 1.1.1989. Upto 1989 118 wells 
has been drilled/ including 7 exploratory and one dry well. 
The actual production rate achieved has/ however^ been of 
the order of 0.8 mmt pa. The shortfall in production is 
2 
due mainly to reserviors and production problems. 
The balance crude production is from Karsang in 
Arunachal Pradesh and a cluster of small accumulations in 
1. see Report of OIL, Guwahati, Op.cit. 
2. Michel/ M.P./ OIL/ A strategic Appraisal. 
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Tinghkong -• Tinali, Rajgarh, Duaramara, Samdang, Bogapani 
and Dipling. Among these Khersang and Tinghkong - Tinali 
are at various stages of development whilst the remainder 
are awaiting development. The total production from these 
structure is about 0,07 Mt pa or 2.5% of total oil produc-
tion in 1988-89. Nahorkatiya, Moran and Digboi are aging 
fields and have gone into permanent decline. Decline for 
Moran, and Nahorkatiya during the past two years has been 
around 10% while Digboi has been around 5%. Out of 433 
development wells (excluding Digboi), 337 are at present 
available for production. The remainder have been abondened. 
As of 1.1.1989, 33.5 billion standard cum of associated gas 
had been produced from the oil producing fields. The largest 
volumes have been produced from the Nahorkatiya and Jorajan 
fields.^ 
Oil India Limited is scheduled to drill 6 explorating 
wells in Rajasthan. in the first well drilled by OIL in 
Rajasthan at Tanot well No.l, Ifetural gas was discovered in 
significant quantities in August 1988. There is a great 
possibility of more discoveries in the Thar Desert adjacent to 
1. Michel, M.P., Op.cit. 
2. Ibid. 
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which gas has been found in the ONGC Exploration a rea . 
Since January 1985/ OIL completed i t s 8400 l i n e kms of 
seismic survey using the sophis t icated vibroseis method 
in O I L ' S PEL areas of 28,600 sq kms. Today OIL re t a ins 
an area of ju s t lO^OOO sq kms. 
OIL has d r i l l e d 11 exploratory wells in the Maharadi 
and North East Coast Basins in search of Hydrocarbons. Off 
the shoreline of Orissa in the Bay of Bengal OIL i s now in 
the process of co l lec t ing more sub-surface information from 
the region which, through ava i lab le evidence seems to have 
po ten t ia l for the existence of o i l and gas . 
The Eighties have witnessed dramatic development on 
the o i l front with the discovery of l a rge reserves of crude 
o i l and natural gas in the onshore and offshore a r ea s . The 
spurt in crude output to 28.99 mil l ion tonnes in 1984-85 
from 11.77 mil l ion tonnes in 1979-80 was mainly on account 
of the valuable contr ibut ion of Bombay High. In the seventh 
Plan, however, the a c t i v i t i e s of the Oil India Limited 
operating in designated blocks in the offshore and onshore 
areas re la ted mainly to explorating d r i l l i n g and the 
1. see Report of Oil India Limited, Guwahati, Op .c i t . 
addit ions to proved reserves did not r e s u l t - in any s i g n i -
f icant increase in output irwnediately. The la rge reserves 
w i l l , of course/ becoming in handy in the Eight Plan. The 
increase in the seventh Plan in crude output was more pro-
nounced by 53 per cent on a lower base . A new breakthrough 
i s l i ke ly to be establ ished in respect of crude output in 
1990-95 and the growth r a t e wi l l depend on expeditious 
^cploration of proved re se rves . The progress i n the Eighth 
Plan may be more comforting as i t i s ta rget ted that crude 
output should r i s e by 16.5 mil l ion tonnes to 51 mil l ion 
tonnes by 1994-95. Thus, the t o t a l crude production should 
be 215.09 mil l ion tonnes in 1990-95 as compared to 157.38 
mil l ion tonnes in the seventh Plan - or increase of 36.7 per 
cent r espec t ive ly . The addi t ion to crude output by 16.5 
mil l ion tonnes wi l l come from Bombay High/ the Gandhar and 
Krishna Godavari and Cauvery ba s in s . The share of o i l wel ls 
old and new in the offshore and onshore areas on the West 
Coast in incremental production wil l be ten mil l ion tonnes 
tha t of Krishna Godavari and Cauvery basins s ix mil l ion 
tonnes and others five lakh tonnes. 
1. LeO/ " In teres t ing Phase in Oil"/ The Hindu survey 
of Indian Industry/ Madras/ 1989-90/ p . 3 3 . 
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The finalisation of arrangements for building new 
refineries in the Joint sector at Karnal and Punjab and 
Mangalore in Karnataka has not been proceeding expedi-
tiously though it has been decided that Indian Oil Corpo-
ration and Tata Chemicals should execute the Karnal project, 
with soviet assistance and considerable work has been 
completed. Likewise, in respect of the Mangalore refinery, 
which will also have a petro-chemical complex, no signifi-
cant progress has been reported though Hindustan Petroleum 
Corporation and Indian Rayon, the co-promoters, have 
submitted the preliminary project report to the government. 
On present indications, these two refineries may not take 
shape before 1994-95. 
Proposals have also been put forward by Bharat 
Petroleum, Indian Oil Corporation and Hindustan Petroleum 
for establishing new refineries in Paradip, Madhya Pradesh 
and in West coasts. The demand of the Assam Government for 
locating a refinery in its territory has been conceded and 
a three million refinery is to be constructed in the oil 
bearing areas. Thus, the Karnal, Mangalore and Assam aggre-
gate through put in 1995-2000. 
1. Leo, "Interesting Phase in Oil", Op.cit., p.33 
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Oil India Limited had in the past coiKientrated on 
the v i c i n i t y of the already producing f i e lds of Nahor-
ka t iya , Jorajan, Moran and Digboi where there have been a 
number of small but s igni f icant f inds . I t s most notable 
s t r i k e was made a t Kumchai in Arunachal Pradesh. Oil India 
has been trying i t s bes t to r a i s e i t s production from the 
present dismally low l e v e l s . I t s o i l production in Assam 
in 1989-90 i s expected to be 2.7 mil l ion tonnes. This i s 
l e ss than the 2.9 mil l ion tonnes of 1981-82 but i s higher 
than the 2.4 mil l ion tonnes of 1988-89. Efforts a re under-
1 
way to take i t to three mil l ion tonnes in 1990-91. Oil 
India Limited hopes to produce four mil l ion tonnes a year 
from Assam and Arunachal Pradesh during the Eighth Plan. 
Of th iS/ Arunachal Pradesh's contr ibut ion wi l l be 3 to 4 
lakh tonnes. OIL has car r ied out 3D seismic surveys in 
the Mahanadi bas ins . Western Geophysical of the U.S. 
Intern (India) and Bersip of France i s evaluating the s e i s -
mic ^ geophysical and geochemlcal data of the Mahanadi a r e a . 
More than Rs.200 crores has been spent by OIL on exploration 
in the Mahanadi area lone. Four wells have been d r i l l e d in 
Kumchai in Arunachal Pradesh and the f i f t h well has a l so 
1. Gopalakrishnam/ C.V., "New Finds ar^ender hope". The 
Hindu survey of Indian industry , Madras, 1989-90, 
p .37 . 
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been completed. The current production from i t s three 
wells i s 1/050 ba r r e l s a day and i s expected to go up to 
7,800 ba r r e l s a day. The depth to which the wells have been 
d r i l l ed in Kumchai i s 4,000 metres and Oil India Limited 
wi l l be going for s t i l l deeper wells of 6,000 metres . Oil 
India i s thinking of going to the Ganga Valley of U.P. and 
Bihar and there i s a l ikel ihood of t h i s area is divided 
between the 0M3C and OIL. Four o i l f ie lds have been d i s -
covered a t Naunilam and Bhuranagiri . I t i s expected tha t 
further exploration wi l l r e s u l t in la rge d i scover ies . 
Oil India Limited finds a place among the world 
pioneers in o i l explorat ion with many f i r s t s to i t s c r e d i t . 
With Digboi o i l f ie lds in Assam celebrat ing i t s centenary 
OIL holds the d i s t i nc t i on of operating the world 's oldest 
continuously producing o i l well with .an eiiviable success 
r a t i o of 7C%, I t s r a t i o of productive well to wells stands 
1 
amongst the highest in the world. 
Financial Performance / 
Oil India Limited has maintained i t s pos i t ion among 
the top ten p rof i t making companies, in both the public and 
p r iva te sector for the l a s t several yea r s . As a s t a t e owned 
1 . Michel, M.P., Oil India Limited, Op.c i t . 
company OIL i s bound by the f inancial regulat ions establ ished 
by the Government of Ind ia . In p a r t i c u l a r , audi t and account 
procedures a re prescribed/ o i l and gas pr ices a re control led 
and investment programmes and external borrowings require 
approval from the Government. OIL contr ibutes about Rs.250 
crores every year to the National Exchequer in tenns of 
corporate and sa les tax /cess /exc ise / customs duty and royal ty . 
O I L ' S gross income over the years has gone up s t ead i ly - to 
Rs.534 crores in 1988-89. The debt equity r a t i o has a l so 
come down subs t an t i a l ly from 1:1 . 70 in 1981-82 to 1:6 64 
in 1988-89. in terms of the company's hydrocarbons a s s e t s / 
the balance recoverable reserves of o i l and o i l equivalent 
of gas has gone up from 78.66 mil l ion tonnes in 1970 to 
2 136.32 mil l ion tonnes in 1989. 
A Financial p ro f i l e of Oil India Limited for 25 years 
i s shown in Table No. ^ given on the next page. 
O I L ' S finance a re dominated by the s a l e of crude o i l 
which accounted for almost SCPA of i t s t o t a l revenue in 
f inancial year 1985. The balance 10% was contributed through 
s a l e of natural gas and LPG. In terms of c o s t , OIL has los t 
1. Michel, M.P., Op.cit. , . 
2. A Report of Oil India Limited, Duliajan, Op.cit, 
49 
> 
ON U1 i^. w to M !»>> CJ M 
t 
• • • • • • H • • • • 
•^  ?* S: W R '^  S 3 o g; fD o 0 M M PO 'd 0 to n> 0) fD CO (U ^ { 5 C (D a> sr to rr < 0) tJ ft 0) •a H (0 H-fl» « (D H S K-B • 3 p- m ff a H ft O 3 0 0 • 0 i ^ rf ft a >i 
CO C a 4 fi M •! 0 H- a 0) 0) c <: c H H- PJ ft F ^  a X M ir" Q, CO (D 'O H ft ft p. •d H- r^ a> S (r> CO s C H- CO (D to Qi cr g o H 0 (b 3 <5 H- •< 3 (^  OJ 
rr (D 3 a 
ft 1j 
C H. 
tl (b 
3 
v8 
01 
(0 
to 
(0 
ft 
-d 
H 
0 
to C 
3 
to 
(D 
1 
•d 
p-
ft 
OJ 
H 
(t> H 0) a Qj • M 
M -^ ^ M i-» t-» VO 
cn o 1 § to to cn M M to cn ro .^^  VO M to 00 •;^  o VO 
M 
OJ M M to l-» to VO 
•f^  u 1 U) •tk CJ *>. M to l-» Qy VD 00 0^  to U) VO O VO O o 
cn l-» to cn M to VO 8 N> 1 cn •«J cn O VO to 03 ON M * k O cn O VD M o M 
M 
•O i-» w M ^ *>. to VO M •t^  1 -J M 03 M to o CO ON 00 o VO o VO 00 VO VO O to 
2 NJ cn 00 Ul to *o 00 § O (jj M •1^  cn o 00 ON M !-• to •vl CJ1 M to VO O U) 
(-» 
00 M to cn 00 cn to VO s to cn g O VO 00 O ON 
^ 
M M Ui (X) cn to VO M M 00 o OJ ON cn to 00 ON 
o N) 00 VD 00 to O VO M o in 
00 M cn 00 cn to VO 
Ln 00 to -J o »J cn tn to 00 c^  00 OJ NJ i<^ CO i-» 00 00 o o ON 
M 
-J t-» C/l ^ ^ to VO 
-J •(^  to cn l-» OJ -J u (T> 03 ON VO 00 ^ 00 w •Pk VD M 03 o 
l-« *^^  
-J M cn • ^ OJ M to VO ^ 
a> U1 OJ * » • M M 0^ 00 2 00 ON « •>j o VD CO ON VO •vl u> o 00 H-
M 
3 
3 
•vj M •P>' 
•o CJ h-» to VO H-
•1^  *»• •tk to (A> VO •^  cn O 00 ON h-" 
•t^  CJ 0^  00 o >J •^^ ON 00 o VO 
0 
3 ro l-» >l^  •J U) M to VO i-» tn l^' l-» to 00 M M M 00 ^ 
O O to (jj to CO O -J M o o 
o 
H 
IT" 
H 
H 
> 
s 
H 1^ 
to | » 
I 
o td 50 
iw 
JO 
o 
w 
3 > 
i w *^ 
S8 
^ ^ 
'd 
H-
3 
f t 
3 
a ? 
cr 
H-(0 
3* (D 
a 
o 
H 
H 
3 
a 
& 
t* 
r t 
a 
ft 
3-(D 
0 
l-> 
Hi 
O 
3 
a> 
o 
o 
§ 
3 
rr (0 
M o 
Q, l-ti 
to tJ 
• h 
o 
& 
o 
rr 
0 
3 
Q j 
o 
a. 
H' (0 
f t 
c 
0} 
H' 
f t 
c 
Q} 
f t 
H-
O 
3 
H-
3 
?0 H Cfl 
CO 3 0> 
» O M 
-, fi f"> 
3 3 to 
H' O (D 
O h H 
3 O 01 
to rt 
to H-
> - ' 3 
£^ S 
N3 
to 
to 
VD 
O to 
•J 
VD 
to 
to 
to 
to 
to 
to 
to 
to 
CD 
VD 
Q. 
O 
. r t 
C 
05 4 
ft 0 
• 
O 
O 0 
C to 
3 >^ 
O 
• 
to 
•f^  M 
U1 cn 
O 
• 
to 
Ln >j 
<T> to 
O 
(T" • 
«J u 
M 
VO 
o 
l-» • 
o Oi CD cn 
o\ 
O 
M • 
<Ti 00 
•(^  g 
M 
to • 
00 to 
Ov •J 
0^  
l-» 
OJ • 
CD >4 
VD •(!>' 
to 
to 
^ * 
CT> M 
o >f^  OJ 
to 
o\ • 
c^  -J VD cn OJ 
to 
-J • 
U) «o t/i •J 
to 
(A> 
-J • 
VD O Ul -J 
cn 
CO 
00 • 
VD O to 
-J 
o 
o 
r t 
H-
0 
3 
O 
3 
a 
< 
a (D 
3 a 
»d f t »d 
0 X 0 
Hi H I 
o 
OJ 
•xi 
I I 
to 
to 
f t 
to 
to 
'T3 V ^ ^ ^ 
Hi 
rr 
r t 
0) 
(5 
Hi 
0 
1^  
(0 
i { ^ >(^ 
I I M M 
cn cn 
I I O O 
VD to M M 
to u> CO CO 
OS *» >J •J 
M 
to CO 00 to 
•f^  *>. •f^  
M 
to CO *>. *. 
NP *- (^  ^^ 
t-» 
to 
• CO u> *» 
«J o^  tn •-» sg 
M 
•J lli' VD VD 
• 00 •J «o 
OS 
H» (-» 
-0 ^ 00 M 
• 00 cn to to 
OS 
M M 
•J •J^  cn o 
• 00 00 CO 
to 
OS 
t-» M 
«J >^  cn l-» 
• 00 M M 
to 
s^  
VD 
cn 
VD 
O 
VD 
M 
VD 
c^ 
to 
VD 
VD 
VD 
cr> 
cn 
VD 
cr> 
VD 
• J 
vo 
c^ 
00 
M 
VO 
vo 
VO 
- J 
O 
ID-| H 
in> 
I 
11 
!v^ 
I 
I D 
10 
13 
i r t 
ICL 
51 
to 
O 
0 
3 
rt 
a 
VD 
to 
•J 
CO 
VD 
to 
-J 
VD 
>^ 
VD 
to 
s 
> 2 w c •0 O 23 ?3 
a (D is 3 n 0) <!> iS to rr •d o» 5? f t *« 0) H S f1 f t 0 3 0 H «: >n n> CO C • 11 (D 0 H- CO 
1 
•d to 
(n Ki !>< (D CD ?;• 2, 3 f t 
3 fl) <D H- (1> 
f t 3 a 3 > a 
to 
VD 
to 
M 
a* 
tn 
00 
to 
tn 
00 
en 
to 
tn 
tn 
to 
O 
VD 
to 
U) 
U) 
to 
a 
ft 
00 
00 
^ 
4:^  
-J 
-J 
VD 
VD 
to 
CO 
00 
tn 
to 
•J 
tn 
tn 
00 
M 
VD 
00 
c^ 
00 
VD 
M 
to 
to 
4^ 
to 
VD 
"J 
to 
to 
CO 
CO cr 
ft 
CO 
-J 
to 
•J 
g 
tn 
OJ 
00 
2 
VD 
00 
tn 
10 
-J 
O 
00 
to 
tn 
-J 
O 
2 
10 to 
G M CO w •0 3 <D c (D 0' CO 0 5 CO H-C (D a t1 2 a 
a CD CO 
tn 
'd 
0 
(U 
V 
f t 
00 to to 
to 2 00 0 
<T> OJ to 
it^ 00 00 
M 
OJ 
0 
Ov >J to 
tn tn 00 
• J VD 
OJ 
0 
a> to to tn VD CO 
to tn 
to 
0 
<^  cy to tn tn CO 
VD tn 0 
tn 00 to 
2 00 0 
tn 
OJ 
O 
-3 
M to 
op 03 
<^  to 
to 00 
to 0 
to 
O 
OJ 
VD 
00 
to 
CO 
o 
to 
00 
o 
VD 
03 
00 
i 
CO 
VD 
M 
VD 
00 
>J 
I 
00 
00 
H' 
VD 
00 
<T> 
I (» 
VD 
00 
tn 
I 
03 
VD 
I 
OD 
tn 
VD 
00 
OJ 
I 
VD 
CO 
to 
I 
CO 
U) 
VD 
00 
H» 
I 
00 
to 
VD 
00 
o 
VD 
VO 
0 
K; 
^ 
?3 
^ t-i 
H 
^ 
> 
^ 
td 
H t^  
P W 
T] 1 
33 
0 d\ 
H 
g? 
(-< 
I-' 
H' 
O 3 
52 
O Cd 
(A 4' 
Q 
G CO O 
» H-3 
O (+ 
n c: 0) • 9 Oi n 
ft O 
U) H- Q 
O 0 C ft 3 3 
D- ft K-
> 0) 0 
a Ml 
a ft 
c 3" H 
cu 0) 0 M 0* 
w 
iB H-fl t) 0 
^ ?:& 
ft (B f^  
M ft 
0 a H-Hi 0 
0) tj 
o 1 H- 8^ (-• 
m (D 
H * 
a ft 
a 0 H-
0) a H-
t* CO 
K ft 
3 c H- h 
rr a (D rt) £L a s 
M 
VD 
CD 
CD 
1 
CD 
VD 
^ 
•0 
Ui 
to 
^ H cn 
• Oh- ' 
_ fi fl> 
3 3 CO 
H-CD \ 
O Q h 
a m o> 
•- 'CO f t 
5 E 
P- Ml h (D H 
< ft O Ml 0 
H' (D Ml 0 Ml 
a h }->• f i H-
(B ft (B ft 
a ft ^ - ^ 
a CO tr" ft t^ 
X 0 o> 0 
CO X CO 
CO CO 
en M to M 
M en • 00 o c^  O >(>> *k (^  to 
•-J VO K> to CJ> to 
en i-« to 
O en • CT" VD 
-J <^ il^  •t^  0^  4!>. 
•1^  •J en to >(!>. 0^  
*» M to 
•(^  c^  • en VO 
en OJ c^  * > • § o to M •^ to M 
*^  t-» to 
o en • to en c^  
en CO 00 
•1^ 
M 
lO 
to 
• 
-J 
en 
to 
M 
en 
VD 
CD 
to 
• 
00 
-J 
•J c^ 
c^ 
to 
• 
00 
10 
CO 
en 
l-» 
en 
• 
en 
s 
en 
to 
en 
O 
• 
00 
o 
M 
en 
to 
• 
03 
en 
a* !-• 
*>. 00 -J 
to to 00 
~J ili' 
•^  h* to 
to 00 *» 
•1^ 
to 
CT^  
c^  
to 
VD 
VD 
4^ 
to 
•J 
en 
00 
to 
to 
M 
to VD 
-J 
to 
en 
to 
CO 
•vj 
00 
00 
-J 
CD 
4k. 
to 
03 
en 
to 
vO 
to 
VD 
00 
00 
I CO 
VD 
VD 
CO 
«J 
I 
CO 
OD 
V D 
c^  
I 
CO 
• J 
VD 
00 
en 
I 
OD 
c^  
VO 
00 
I 
CO 
en 
VO 
CD 
I 
VO CO 
to 
I 
CD CO 
VD 
00 
f-» 
I 
00 
CO 
VO 
00 
o 
M 
VO 
VD 
10) 
icr 
1(0 
k 
I 10 
10 
ta 
i f t l a 
53 
i t s competitive edge over the l a s t decade. The d r i l l i n g 
cos t per metre increased sharply from Rs.l433 in 1979 to 
Rs.3,8CX5 by 1989. The production cost increased f ive-fold 
from Rs.24 per MT to 120 during the same per iod. 
I t may be concluded that the organisat ion and working 
of Oil India Limited shows a dynamic trend in organisat ion 
and working of t h i s business e n t e r p r i s e . The performance 
of OIL i s qu i te s a t i s f ac to ry so far as i t s working r e s u l t s 
a r e concerned. The f inancial v i a b i l i t y of the company i s 
a lso qui te praiseworthy. But we cannot understand and 
fu l ly measures the performance of t h i s premier i n s t i t u t i o n 
unless and u n t i l a comparative study i s made of the per for -
mance of OIL with the other un i t s in the public and p r iva te 
sector and p a r t i c u l a r l y with the ONGC. This wi l l be done 
in the next chapter . 
1. Michel, M.P., OIL, Op .c i t . 
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C H A P T E R - I I I 
A COMPARATIVE STUDY OF THE PERFORMANCE OF OIL INDIA 
WITH ONGC & OTHER OIL UNITS 
In the last chapter we have examined the organisation 
and working of the Oil India Limited. The physical and 
financial performance of the OIL also been depicted in the 
chapter. This chapter will focus on the comparative perfor-
mance of this sector with some other units in the oil sector 
and particularly with 0M3C in respect of their activities/ 
achievements and attainments in economic fields. 
In a monopolistic market OIL operates with little 
direct competition from other national or international 
enterprises. However, the protected market comprising of 
the 12 existing oil refineries is dominated by the other 
operator - Oil & Natural Gas Commission. The ONGC was 
formed in 1956 to accomplish the task of exploring, drilling, 
assessing and producing oil, and natural gas. The ONGC 
gained an invlcible competitive advantage when it received 
a mandate to drill anywhere in India, and naturally the 
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prime and most prospective areas went to them. Oil 
was restricted by the Government to the north-eastern 
parts of the country right from its inception. Even 
to-day OIL finds it difficult to enter certain attractive 
basins, as 0N3C is already operating in these areas. At 
a time when ONGC was born, about 34 years ago. Oil pro-
duction was a myth in India. Today, within three decades 
of its existence it has assimilated the technology of over 
100 years to emerge as the premier Oil Company in India 
and is now being looked upon as a symbol of model enter-
prise in the country. 
ONGC was formed to accomplish the tast of exploring, 
drilling and production oil and natural gas in the country. 
It is providing fuel and feed stock to power plants, mills, 
refineries, fertilizers, petro-chenrdcal and other enginee-
ring equipment in addition to promoting offshore oil 
services in the country. In 1970s the ONGC ventured into 
offshore prospecting for oil. In February 1974, oil was 
stuck at Bombay High and commercial production began from 
May 1976. 1980s have witnessed several new promissing 
discoveries, both onland and offshore, as a result of a 
very pragmatic and deliberate exploration strategy 
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followed by ONGC to in tens i fy the e f for t s in the produ-
cing basins of Bombay High/ Cambay and Upper Assam and 
extending e f for t s in other Basins, s ign i f ican t discoveries 
a re Gandhar/ sahej and Nanda in Gujarat, Neelam in Bombay 
offshore GS-16 in Godavari offshore and a se r ies of new 
discoveries in Cauvery Basin l ike Nari-Manam/ Kovil 
Kalappal. Bhuranagiri and Nararilara/ the discoveries a t 
sonar i , Khoraghat, Namti and Cochar f ie lds in Assam have 
added new dimension to the future production po ten t ia l 
from the Indian sedimentary bas ins . All these discoveries 
have u l t imate ly contributed to the build up in the reserves 
tha t has taken place since the beginning of the 6th Plan 
which stands today a t 5042 mil l ion tonnes of o i l and o i l 
equivalent gas . The impressive success r a t i o and explo-
ra to ry discovery index which has been achieved i s a r e s u l t 
of a very bold and de l ibera te exploration management p h i l o -
sophy which gives ONGC further confidence to meet the 
growing petroleum needs in the coming years . 
A survey of 206 public sector companies in the 
country conducted by the Bureau of Public Enterprises(BPE) 
for the period 1988-89 has complimented 01SK5C for i t s sound 
f inancia l posi t ion and prudent f inancial p r a c t i c e s . As 
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per the survey, ONGC occupies the top rank in terms of 
total assets/ networth/ gross profits (before deprecia-
tion but after interest) gross profits (before interest 
after depreciation), pretax profits and profits after tax. 
Recently, the Fortune Magazine of the U.S.A. has ranked 
01<!GC as seventh among the "most prof itable" industrial 
corporation^-of the world. 0N3C has dominated in the 
global reckoning due to its high returns on sales which 
is the prime criteria for assessing profitability. Among 
the 52 world oil companies featured in the list, 0M3C 
occupies number one position for its highest return on 
sale. In the overall appraisal on profit and sales, ONSC 
2 
has been placed 41st among the 500 companies. 
ONGC is also the fourth largest company in the 
country in terms of assets. The net fixed assets of the 
company for the year 1988-89 have been 1,6,160.83 crores. 
The profitability ratios have been equally impressive. 
The gross profits (before interest charges but after 
depreciation) have increased from 2117 crores in 1987-88 
to 2171 crores in 1988-89. 0N3C also retains number one 
position for its gross profits (before depreciation but 
after interest charges). 
1, Financial Express, New Delhi, Wednesday, July 25,1990,p.5 
2. see Indian Express, New Delhi, Monday, Aug.6, 1990. 
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Recently over 80% (212 MMT) of the o i l production 
of ONGC i s frcro i t s offshore o i l f i e l d s . This offers 
opportuni t ies to OIL to obtain petroleum Exploration 
Licence from the Government for po ten t ia l onshore areas 
1 
which cannot be undertaken by ONGC. In Eighties the 
NatiK-al Gas Production improved to 7,24 b i l l i o n cubic 
metres 1984-85 from 2.36 b i l l i o n cubic metres. The spurt 
in crude output to 28.99 mil l ion tonnes from 11.77 mil l ion 
tonnes was mainly on account of the valuable contr ibut ion 
2 
of Bombay High. In the Eighth Plan the progress may be 
more conforting as compared to the progress of seventh 
Plan. It is targetted that crude output should rise by 
16.5 million tonnes to 51 million tonnes by 1994-95 and 
Natural Gas to 100 million cubic metres daily from 40 
million cubic metres in 1989-90. Thus, the total crude 
production should be 215.09 million tonnes and Natural 
gas 138.61 bcm. 
The Oil and Natural Gas Commission and Oil India and 
foreign agerrcies operating in designated blocks in the off-
shore and onshore areas related mainly to exploratory 
drilling and the additions to prove reserves did not result 
1. Michel, M.P./ Oil India Limited, A Strategic Appraisal. 
2. Leo, "Interesting Phase in Oil", The Hindu, Survey of 
Indian Industry, Madras, 1989, p.33. 
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in any s igni f icant increase in output itnnnediately in the 
Seventh Plan. The output crdue was ta rge t ted to be r i s i ng 
34,5 mil l ion tonnes in the terminal year of the seventh 
Plan from 28.99 mil l ion tonnes in 1984-85. On the other 
hand/ the production of Gas, have r i sen more impressively 
but for the delays in crea t ing the necessary in f ras t ruc tu re 
f a c i l i t i e s and completing f e r t i l i z e r and petro-chemical 
projects based on natural gas/ the production of Gas wi l l 
thus be 14 b i l l i o n cubmic metres (bcm) against 7.24 b i l l i o n 
cubic metres a t the end of s ix th Plan. In the seventh 
Plan, the increase in gas production ~ way to r i s e by 
130.5 per cent but the increase in the crude output was 
more pronounced by 53 per cent on a lower base . Thus/ the 
a v a i l a b i l i t y of natural gas wi l l be increasing with la rger 
yield of associated gas with r i s ing crude output . But the 
reserves of free gas in new areas have been highly promising." 
The t o t a l o i l production in the seventh Plan has been 
ta rge t ted a t 159.14 mil l ion tonnes out of which the ONSC's 
share was 143.64 mil l ion tonnes and Oil I nd i a ' s 15.5 mil l ion 
tonnes, averaging 31.83 mi l l ion , 28.73 mil l ion and 3.1 
mil l ion tonnes a year . By the end of 1988-89 the achievement 
1. Leo, " In teres t ing Phase on Oi l" , O p . c i t . , p . 33 . 
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was 123 .07 m i l l i o n t o n n e s - 1 0 . 1 9 m i l l i o n t o n n e s b y O i l 
I n d i a and 1 1 2 . 8 8 m i l l i o n t o n n e s b y t h e ONGC. The t o t a l 
o u t l a y s p r o p o s e d f o r t h e ONGC and O i l I n d i a i s Rs .29,170,77 
c r o r e s , w i t h t h e b r e a k u p g i v e n i n T a b l e ^ . 
T A B L E - ^ 
PROPOSED OUTLAYS IN EIGHTH PLAN 
5 5 
ONGC 0 O i l I n d i a 0 T o t a l 
0 ( i n c r o r e s of r u p e e s ) 
s u r v e y s 4 3 2 . 1 9 152 .83 585 .02 
E x p l o r a t o r y , d r i l l i n g 7 , 2 6 7 . 4 7 5 2 6 . 9 2 7 , 7 9 4 . 3 9 
Development d r i l l i n g 4 , 1 1 0 . 0 7 399 .87 4 , 5 0 9 . 9 4 
C a p i t a l a c q u i s i t i o n 1 4 , 6 1 4 . 2 3 604 .94 1 5 , 2 1 9 . 1 7 
R e s e a r c h & Development 873 .35 2 8 . 9 0 902 .25 
Lease deve lopment 7 0 . 0 0 20.OO 9 0 . 0 0 
O v e r s e a s o p e r a t i o n s 5 0 . 0 0 2 0 . 0 0 7 0 . 0 0 
T o t a l 2 7 , 4 1 7 , 3 1 1 ,753 .46 2 9 , 1 7 0 . 7 7 
SOURCE; The Hindu , S u r v e y of I n d i a n I n d u s t r y , 1989 , p . 3 7 . 
T h i s t a b l e c l e a r l y shows t h a t t h e p r o p o s e d o u t l a y s 
i n t h e E i g h t h P l a n f o r ONGC were Rs .27 ,417.31 c r o r e s w h i l e 
t h a t of OIL was Rs .29,170.77 c r o r e s . 
1 . G o p a l a k r i s h n a m , C . V . , "New f i n d s e n g e n d e r h o p e " . The 
Hindu, s u r v e y of I n d i a n I n d u s t r y , M a d r a s , 1 9 8 9 , p . 3 7 . 
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m r i n g the Eighth Plan t h e t o t a l o i l p roduct ion i s 
p ro j ec t ed t o be s tepped up t o 215.092 m i l l i o n tonnes w h i l e 
t h e t a r g e t for gas ou tput i s 138.614 b i l l i o n cubic m e t r e s . 
The breakup for t h e Oil Ind ia and ONGC i s g iven i n Table Q. 
T A B L E - 8 
EIGHTH PLAN TARGETS 
O.N.G.C. . Oil Ind ia 
Onshore 0 Offshore 0 Onshore 0 OffshoreOTotal 
Oil Product ion 65.182 133.250 16.660 - 215.092 
( in m i l l i o n tonnes) 
Gas Product ion 34.102 92.545 11.967 - 138.614 
( in b i l l i o n cubic 
met res ) 
SOURCE; The Hindu/ survey of Indian I n d u s t r y , 1989, p .37 
The t a b l e g iven above d e p i c t s t h a t t h e Eighth Plan 
t a r g e t s of ON3C was Rs.65.182 (onshore) and Rs.133.250 
(of fshore) wh i l e t h e same for Oil Ind ia Limited was Rs.l6/660 
(onshore ) . The t a r g e t s for gas p roduc t ion fo r 0N3C was 
Rs.34.102 c r o r e s (onshore) and Rs.92.545 (o f f shore ) and fo r 
OIL then t a r g e t s were Rs.11.967 (onsho re ) . 
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At an a n n u a l o i l o u t p u t l e v e l Of 51 m i l l i o n t o n n e s and 
a g a s p r o d u c t i o n p o t e n t i a l of 92 m i l l i o n c u b i c m e t r e s a 
day b y 1 9 9 4 - 9 5 / t h e E i g h t h P l a n o b j e c t i v e s i n c l u d e 
t h e e s t a b l i s h m e n t of g e o l o g i c a l r e s e r v e s of 1/525 m i l l i o n 
t o n n e s of o i l and o i l e q u i v a l e n t of g a s . These p r o j e c t i o n s 
b o t h f o r t h e ON3C and O i l I n d i a a r e g i v e n i n T a b l e N o . g . 
T A B L E - S 
EIGHTH PLAN OBJECTIVES 
Onshore O f f s h o r e T o t a l 
A d d i t i o n of g e o l o g i c a l 
r e s e r v e s : O i l 469.OO 5 8 7 . 0 0 1 / 0 5 6 . 0 0 
( i n m i l l i o n t o n n e s ) 
G a s ( i n b i l l i o n cum) 2 5 6 . 0 0 2 1 3 . 0 0 4 6 9 . 0 0 
A d d i t i o n of r e c o v e r a b l e 
r e s e r v e s : 
O i l ( i n m i l l i o n t o n n e s ) 1 3 9 . 0 0 177.OO 3 1 6 . 0 0 
G a s ( i n b i l l i o n cum) 1 2 8 . 0 0 1 0 6 . 0 0 2 3 4 . 0 0 
T o t a l o i l p r o d u c t i o n d u r i n g 
p l a n p e r i o d (mt) 81 .842 1 3 3 . 2 5 0 215 .092 
T o t a l g a s p r o d u c t i o n 
( b i l l i o n cum) 46 .069 92 .545 138 .614 
T o t a l LPG P r o d u c t i o n i n 
•OOO t o n n e s ) 
2-D s u r v e y s i n ' o o o s t d . 
l i n e km) 
737 
122 .07 
4 , 0 2 8 4 /765 
122 .07 
Table c o n t d . . . . 
T a b l e - ^ c o n t d . . . 
T A B L E -10 
OUTLAYS FOR ONGC & Oil. IN EIGHTH PLAN 
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3-D surveys ( i n a t d . s q km) 3,145 • M 3,145 
Wells ; 
Explora tory 872 465 1,337 
Development 1/624 658 2,282 
Tota l 2,496 1,123 3,619 
Rigs employed(rig y e a r s ) : 
Explora tory 485 .40 123.63 609.03 
Development 378.80 123.37 497.17 
To ta l 859.20 247.00 1,106.20 
ONGC Oil India Total 
(in crores of rupees) 
Profit after tax 
Add: 
Depreciation 
6,052 
15,851 
a m o r t i s a t i o n e t c 
To t a l r e source gene - 21,903 
r a t i o n 
Less: 
Dividend 200 
Repayment & o the r c o s t s 2,13 2 
137 
1,398 
1,527 
6,189 
17,249 
23,438 
21 221 
101 2,233 
C o n t d . . . . 
Table-]® c o n t d . . . 
Net r e s o u r c e s a v a i l a b l e 
f o r m e e t i n g P l a n e x p e n -
d i t u t e 
Proposed P l a n o u t l a y 
D e f i c i t 
19 ,571 1/405 20 ,984 
27 ,417 1,753 2 9 , 1 7 0 
7 , 8 4 6 348 8 ,186 
SOURCE; The Hindu , s u r v e y of I n d i a n I n d u s t r i e s , 1989 , p . 4 1 . 
The t a b l e p r o v i d e s a n i n s i g h t i n t o t h e E i g h t h P l a n 
o b j e c t i v e s of t h e o i l i n d u s t r y i n t h e c o u n t r y . The o n s h o r e 
and o f f s h o r e d r i l l i n g of o i l d u r i n g t h e E i g h t h P l a n i s 
c l e a r l y shown i n t h e t a b l e . L i k e w i s e , t a b l e NO.jD p o r t r a y s 
t h e o u t l a y s f o r 01SK3C and O i l I n d i a L i m i t e d i n t h e e i g h t h 
p l a n . I n t h e same way, t a b l e No.11 g i v e s t h e d a t e of 
i m p o r t v i s - a - v i s i n d i g e n o u s ' j u rchase b y 0N3C and OIL. 
T A B L E - 11-
IMPORT VIS A VIS INDIGENOUS PURCHASE 
1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
I m p o r t s 
ONGC 
O i l 
T o t a l 
254.72 
254.72 
Indigenous 
ONGC 68.68 
Oil 
Total 68.68 
553.17 
1.85 
555.02 
175.39 
6.58 
181.97 
646.75 621.80 822.76 
3.75 2.35 18.25 
650.50 624.15 841.01 
In Crores of Rs. 
811.47 864.00 683.00 
8.34 11.39 16.92 
819.81 875.39 699.92 
455.71 
10.48 
466.19 
573.33 
4.75 
578.08 
609.21 
69.39 
678.60 
911.01 
36.60 
947.61 
835.00 
42.40 
877.40 
767.00 
24.67 
791.67 
323.40 
% Indigeni- 21.24 
sation 
736.99 1;116.69 3^ 202.23 1^19.61 1,767.42 1^ 752.79 3^ 491.59 
24.69 47.75 48.08 44.66 53.61 50.06 53.08 
SOURCE; The Hindu, survey of Indian Industries, 1989, p.51 
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I t appears frcsn the above given tab les that the ONGC 
i s b e t t e r poised to grow a expand i t s operations in the 
country pa r t ly a t the cost of OIL. The comparative opera-
t iona l and f inancial performance r e i t e r a t e s the superio-
r i t y of O^GC. The large s ize (46,CXDO employees), d i v e r s i -
fied operations the huge in te rna l and external resources/ 
the in te rna t iona l image and the high level of Government 
support are l i k e l y to enable 01SK3C to maintain i t s predomi-
nance over OIL. I t i s c lear from the above analysis tha t 
0M3C has made giant s t r i de s in production and addi t ion of 
recoverable hydrocarbon reserves and has s t ead i ly s t reng-
thened i t s f inancial performance in the l a s t decade. Though 
the production of OIL has stegnated a t around 2.5 MMT, the 
p r o f i t a b i l i t y has improved over the l a s t f ive years . This 
shows tha t though the production carr ied out by the OIL i s 
i n f e r io r on ce r t a in counts/ the p r o f i t a b i l i t y and f inancial 
performance of OIL i s very encouraging. The overal l produc-
t ion of the ONGC and OIL wi l l s t i l l become c l ea r from table 
No.11. given on the next page. 
The tab le depcits the comparative performance of 
ONGC and OIL. I t shows that during 1984-85 to 1988-89, 
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there has been a decline in the production of OIL from 
2.75 MMT to 2.42 MMT while the production of ONGC has gone 
up frcm 25,52 to 29.2 MMT during this period. So far as 
the figures of net profit to net sales are concerned in 
OIL this per cent has come down from 17.4 in 1984-85 to 
16.7 in 1988-89, in case of 0M3C it has gone up from 21.8 
to 25.2 during the same period. The figures of net profit 
to sales also show the same trend. 
In addition to the ONGC and Oil India Limited, 
another oil producing unit in the country is the Indian 
Oil Corporation. The Indian Oil Corporation was started 
in 1964, as a result of the merger of Indian Refineries 
Limited, and Indian Oil Company. The Indian Refineries 
Limited, owned the Guwahati and Barauni Refinery in Assam 
and Bihar and was established in 1958. Indian Oil company 
promoted in 1959 was looking after marketing operations. 
These two organisations were amalgamated into one organi-
sation for effective coordination, for refining and 
marketing activities. The Gujarat Refinery was taken over 
from the 0N3C in 1965. since then three more refineries 
have been established in Haldia, Bongaigaon and Mathura. 
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All these refineries had a total capacity of 20.45 million 
tonnes in March 1986. 
Indian Oil Corporation is the third largest under-
taking in the petroleum sector. Its functioning is on a 
highly profitable basis and it has a programme for incurring 
schemes of Rs, 1063 crores in the seventh Plan period, 
entirely out of its own resources. It is the second largest 
profit earner in the public sector and it had a pretax 
profit of Rs. 671 crores in 1986-87. 
If we compare the financial performance of Oil 
Corporation of India with OIL/ it may be observed that both 
these units in the oil sector are evenly poised having no 
superiority with one another. Both are rendering signifi-
cant service to the cause of oil exploration and production 
of oil products in the country. 
As a conclusion to this chapter, it may be observed 
that though OIL if performing well and its activities can 
1. Kothari's Year Book on Business and Industry 
1988/Madras, p- A 168. 
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be compared with any tncxaern Oil producing unit of the 
country. But so far as its working and operations in 
comparison to 0l«3C's operations are concerned, they lay 
far behind and there is a lot of scope for its growth 
and development. In the final chapter, therefore, we 
will provide the findings and conclusion of this work. 
C H A P T E R - r V 
CONCLUSION AND FINDINGS 
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C H A P T E R -IV 
CONCLUSION AND FINDIN3S 
In the preceding c h a p t e r a d i s cus s ion has been made 
of the emergence of o i l s e c t o r as an impor tant i n f r a s t r u c -
t u r e ! i n d u s t r y of the c o u n t r y . The performance and a c h i e v e -
ments and working of the va r ious u n i t s ope ra t ing in t h i s 
v i t a l s e c t o r of our economy has been examined in d e t a i l . 
They a l s o cover the Organ i sa t iona l s t r u c t u r e and Workihg 
of t h e Oil Ind ia Limited as a premier concern of t h i s 
s e c t o r . The p re sen t chap t e r c o n t a i n s t h e conc lus ion and 
f ind ings of work. 
I t has been observed i n the s tudy t h a t t h e o i l s e c t o r 
of our economy i s b e s e t wi th a number of problems. They 
inc lude t h e problems as r e l a t e d t o the f i n a n c i a l , market ing/ 
t e c h n i c a l and t h e i r such problems which r e l a t e t o the a r e a s 
of personnel and i n d u s t r i a l r e l a t i o n s and labour w e l f a r e . 
So f a r as these problems a r e concerned/ i t i s a f a c t t h a t 
u p t i l now the i n d u s t r y has not been a b l e t o cope wi th these 
71 
problems. The tasks of overcoming these difficulties 
and problems should be assigned to the various components 
of the industry namely the government, the consumer and 
the producers and particularly the various units which 
are engaged in the exploration, development and production 
of the Oil products. 
From our study it becomes evident that the Oil 
Industry has done a splendid job in making the oil products 
availability in the country in large quantities. But there 
have been certain constraints in the growth of oil sector 
in the country, especially in the engineering and technical 
side. Another important difficulty is to curtail the 
consumption of petroleum products in the country. This 
job should be done by our government or some official agen-
cy through its Ministry of Energy & Power. Thus it can be 
observed that the oil industry has to play a vital role in 
enforcing the concept of demand management by avoiding 
wastage and adopting austencity measures while at the same 
time ensuring availability of petroleum products to the 
critical sectors. 
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I t was revealed by our study on the topic that one 
of the premier i n s t i t u t i o n s serving the nation in Oil 
explorat ion, development, production and d i s t r i bu t ion i s 
the Oil India Limited (OIL). This Organisation has a 
nurriber of cha rac t e r i s t i c fea tu res . They include. 
The Organisational char t of OIL c l e a r l y depicts the 
areas which are under the control and management of d i f f e -
rent d i rec tors and General Managers. One of the important 
area which has been neglected in the chart appears to be 
the sales and Marketing aspects of the OIL products . I t 
i s strange tha t a very dynamic Organisation l ike the OIL 
has neglected t h i s a rea , which focuses on important f ie ld 
of Organisation. The other areas which have r i gh t l y been 
given importance in th i s organisation char t are personnel/ 
technical se rv ices , operations systems, management and 
R & D etc . etc . 
O I L ' S finances a re dominated by the sa le of crude 
o i l which accounted for almost 90?i of i t s t o t a l revenue. 
The balance 10% was contributed through sa le of natural 
gas and LPG. In terms of cos t , the OIL has l o s t i t s 
competitive edge over the l a s t decade. The d r i l l i n g 
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cost per metre increased sharply from Rs. 1433 in 1979 
to Rs, 3800 by 1989. The production cost increased f ive -
fold from Rs. 24 per MMT to 120 during the same per iod. 
Thus / the OIL, whose antecedent companies ushered 
in the petroleum e ra , has inher i ted the s p i r i t of p i o -
neerism and continues to be in the spearhead of progress . 
In today's rapidly advancing indus t r i a l atmosphere where 
even standing s t i l l means going backwards, the OIL has 
managed to absorb the changing technological refinements 
with competence and ef f ic iency. In the Jaisalmer basin 
of Rajasthan, OIL has for the f i r s t time af ter ten years of 
in tensive exploration outside the North-East Region, d i s -
covered hydrocarbons in s ign i f ican t quan t i t i e s in July 
1988. In Assam and Arunachal Pradesh too , there have 
been promising o i l finds in the l a s t two years . Thus the 
t o t a l inplace hydrocarbon reserves in Assam and Arunachal 
Pradesh as on 1.1.1989 was 642.60 mil l ion tonnes of o i l 
and o i l equivalent of gas» and in Rajasthan the geological 
reserves would be over 1 b i l l i o n standard cubic metres of 
gas . 
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I t has been observed in the study that the OIL's 
systematic and s c i en t i f i c approach to explorat ion has 
been rewarded with a very high success r a t i o / almost 
70 per cent of the exploratory wells d r i l l e d have been 
productive. This r a t i o i s among the highest in the world. 
O I L ' S exploration densi ty i s a l so amongst the highest in 
the world - there being one well every 23 sq. kms. in 
O I L ' S lease areas of Assam and Arunachal Pradesh. OIL 
has since the 1960$ pioneered several d r i l l i n g and produc-
t ion techniques such as d i rec t ional d r i l l i n g , dual produc-
t i on , gas in ject ion for reservoi r pressure maintenance, 
v e r t i c a l seismic prof i l ing (VSP), well f ractur ing and 
enhanced o i l recovery (EOR). OIL achieved most of the 
revised targets for various physical programmes for 
1988-89. The ta rge t s were revised mainly on account of 
devasting floods in August 1988 which h i t the operat ional 
a r ea s . The floods forced the c losure of about 100 o i l 
producing wells and there was almost t o t a l disrupt ion of 
surface communication to the various operat ional f a c i -
l i t i e s for handling o i l and gas around the main iSiahor-
katiya o i l f ie lds near Duliajan. Dri l l ing and workover 
operations a l so suffered on account of flooding of s i t e s 
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as well as breakdown of road communication in many cases. 
Inspite of this major natural calamity and other minor 
disruptions on account of the uncongenial social environ-
ment in the North Eastern Region/ OIL exceed original 
targets in its seismic surveys (113%) and revised targets 
of develojxnent drilling (103%) and LPG production (101%). 
However, the crude oil production of 2.424 million 
tonnes (97%) was marginally lower than the revised target 
of 2.5 million tonnes. In the last quarter of 1988-89/ 
the performance in all fronts improved significantly and 
crude oil production reached a terminal rate of 2.64 mt pa. 
Assam and Arunachal Pradesh seismic survey operations 
in company's North Eastern area were plagued with disrup-
tions by local youth who resisted the change from the 
existing muster roll system to the desired works services 
contract. More than half of the year was totally lost 
including a part of the highly productive dry season on 
account of these disturbances. Not withstanding such 
setbacks/the OIL surpassed the target which was revised 
upwards from 2200 to 2400 standard line kilometres and 
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achieved 103.4% of the t a r g e t . During the year 1988 
3 exploratory wells were completed a 7 wells were being 
d r i l l ed by the end of the year in Assam and Arunachal 
Pradesh. A t o t a l of 21/357 metres of exploratory d r i l l i n g 
was completed here. I t i s noteworthy that the 7th Plan 
ta rge t of geological reserves for the region which i s 
105 mil l ion tonnes of Oil and Oil equivalent of gas has 
already been achieved in the th i rd year of the Plan and 
th i s ta rge t has been exceeded by 17.53 mil l ion tonnes a t 
the end of 1988-89. 
The year 1989-90 saw OiL's performance to be the 
best in the five years of the seventh Plan with a p ro f i t 
before tax being the highest ever in the plan period. The 
gross income during 1989-90 was Rs.668 crores and the 
p rof i t before tax was Rs. 122 c r o r e s . The gross in te rna l 
resources generated by the company in 1989-90 increased to 
Rs.220 crores» reg i s t e r ing a 3 per cent inc rease . The 
shareholder 's fund as on 31st March 1990 was Rs. 631 crores 
as against long term loans of Rs. 220 c r o r e s . There were 
two major discoveries of hydrocarbons by OIL in 1989-90. 
1. The Hindustan Times/ New Delhi/ Monday/ August 13/ 
1990, p . 1 5 . 
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The Dandewala s t ruc ture in Western Rajas than has been 
yet another high yielding gas s t ruc tu re where gas flowed 
out a t the r a t e of 55 cubic metres per day. In Assam* 
crude o i l discovered in the Eocene Structure a t Dikom has 
been an exci t ing find as i t has opened up avenues for 
exploration in the deeper Eocene prospects in the e n t i r e 
Upper Assam region. The year 1989-90 witnessed several 
notable achievements on the technical front such as in 
house 3-dimensional survey, in t roduct ion of o i l tubing 
and nitrogen pumping uni t for well servic ing/ advanced 
R & D in the search for shale o i l , commissioning of Ind ia ' s 
f i r s t indigenous 3/000 HP d r i l l i n g r i g , completion of the 
p ipe l ine to t ransport crude o i l from Arunachal Pradesh and 
commencement of work for the country 's f i r s t gas storage 
and reproduction scheme in Assam. 
All t h i s shows that the OIL has a unique place in 
the oil-map of the country. The performance of th i s 
organisat ion can a lso be gauged with the help of i t s 
comparison with some other o i l producing un i t s of the 
country. Among these u n i t s , the OlSGC occupies a prominant 
p lace . I t i s shown in the study that the ON3C i s b e t t e r 
poised to grow and expand i t s operations in the country 
. :AI5"»*^- '^ 
"^.^^^i^i^Ji 
78 
p a r t l y a t the cos t of OIL. At a time when ON3G was born/ 
about 34 years ago, o i l production was a myth in India . 
Today, within three decades of i t s existence i t has 
assimilated the technology of over 100 years to emerge 
as the premier o i l company in India and i s now being 
looked upon as a symbol of model en te rpr i se in the country. 
The ONGC i s a l so the l a rges t company in terms of asse ts in 
the country. The comparative operational and f inancial 
performance r e i t e r a t e s the super io r i ty of ONGC. The large 
size(46,000 employees)/ d ivers i f ied operat ions , the huge 
in te rna l and external resources , the in te rna t iona l image 
and the high level of Government support are l i ke ly to 
enable the ONGC to maintain i t s predominance over the OIL. 
Though the ONGC has a b e t t e r record as compared to the 
OIL, but the contr ibut ion made by the OIL in the f i e ld of 
o i l explora t ion. Development, production and d i s t r i bu t i on 
cannot be under-estimated since i t has a dynamic role to 
play in the development and growth of o i l sector in the 
country. I t a l so has a place among the world pioneers in 
o i l exploration with many f i r s t s to i t s c r e d i t . With 
Digboi o i l f ie lds in Assam celebra t ing i t s century. OIL 
hold the d i s t i nc t ion of operating the world 's oldest con t i -
nuously producing o i l well with an envirable success r a t i o 
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of 70%, ratio of productive well to wells stands amongst 
the highest in the world. 
It may now be concluded that the OIL has done a 
lot for the upliftment of the oil industry in the country 
and if proper organisation and management is provided this 
unit of the oil sector can contribute a lot for the future 
development and growth of the industry on proper lines. 
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